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trade expanded more rapidly before the war than ours did, and
French and Belgian trade more rapidly after the war. They do not,
however, give a complete picture of our relative decline in some
iron and steel products and not others. International differences in
price trends of iron and steel products are thought to be mainly
controlled by production costs and policy in the industry rather
than related to currency conditions and, in so far as they reflect
production conditions, they are within the control of the industry.
(/) TARIFFS
i. TARIFF CHANGES
Was the development of the British industry retarded by:
(a)  the absence of a tariff in this country;
(b)  the presence of a tariff in competitive countries?
Free international trade is based on differences in comparative
costs of production in the countries trading. Each country achieves
the best advantage from production if it concentrates on those
commodities it has a relative advantage in producing, irrespective
of the absolute costs of production. It follows that it is not necessarily
the country producing a commodity at the lowest cost that will
export it. A country may, for instance, be beaten in its own market,
in its own type of product, by goods from abroad, if it enjoys relative
advantages in other products on which it pays to concentrate.
Great Britain, an exporter of iron and steel, might well, therefore,
find it advantageous to import crude steel and to export finished
goods.
It is possible that iron and steel production in this country might
have become more efficient, accompanied at the same time by an
alteration in comparative costs which might retard or stop exchange
of our iron and steel for given commodities of another country:
that is, if relative prices are distorted a new direction is given to the
mechanism of trade.
Tarifls may be applied in special cases, such as to build up an
infant industry, to boost up home prices in order to allow cut
export prices, or as protection against dumping in any of its various
forms.
It is not true to say that theoretically tariffs are bad as they
restrain mutually gainful international trade, although superficially
this would appear to follow from the theory of comparative costs.